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S ECRET STATE 971338
PONN FOR ASSISTANT SECRETARY HILLENBRAND
SUBJECT: GAO LETTER ON BERLIN OCCUPATION COSTS AUDIT

1. SECRETARY HAS RECEIVED FOLLOWING LETTER APRIL 20, 666QN
FROM ELMER B, STAATS, COMPTROLLER GENERAL, ON SUBJECT OF EERLIN
OCCUPATION COSTS: QTE DEAR MR, SECRETARY: ENCLOSED IS A COPY
OF A LETTER I HAVE SENT TODAY TO THE CHAIRMEN OF THE SEVERAL
COMMITTEES OF THE CONGRESS HAVING RESPONSIRILITIES RELATING
TO UNITED STATES MILITARY COSTS OR ACTIVITIES, TO ADVISE THEM
OF THE REJECTION PY THE DEPARTMENT OF STATE OF OUR EFFORTS TO
ORTAIN ACCESS TO UNITED STATES ARMY RECORDS RELATING TO U.S.
OCCUPATION COSTS - IN PERLIN AS STATED IN OUR LETTER OF MAY 25,
1570. PARA QTE AS WE NOTED IN OUR LETTER TO THE COMMITTEES,
THIS REFUSAL PY THE DEPARTMENT HAS THE EFFECT OF PRECLUDING
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THE COMPTROLLER GENERAL FROM CARRYING OUT THE RESPONSIRILITIES
PLACED UPON HIN BY THE BUDGET AND ACCOUNTING ACT, GQugH

AS AMENDED. UNGQTE ¢

2+ IN THE LETTER TO CHAIRMAN FULBRIGHT OF THE SAME DATE,
COMPTROLLER GENERAL STAATS MAKES THE FOLLOWING POINTS:

A) DURING 1972 GAO MADE PLANS TO REVIEW OCCUPATION COSTS
IN BEERLIN AND TO EXAMINE SYSTEM OF ACCOUNTS AND CONTROLS ADMIN-
- ISTERED BY THE US ARMY TO ASSURE ITSELF AND THE CONGRESS THAT
OSTS PROPERLY CHARGEABLE TO FRG ARE BORNE PY LATTER AND THAT
US FINANCIAL INTERESTS ARE PROPERLY PROTECTED. ACCESS TO THE
RECORDS RELATING TO US OCCUPATION COSTS HAS REEN DENIED GAO
BY DEPARTMENT OF STATE. HENCE, IT IS UNABLE TO CARRY OUT SCHEDULED
EXAMINATION AS PART OF AUDIT RESPONSIPILITY PURSUANT TO
BPUDGET AND ACCOUNTING ACT OF 15921.

By "DECLARATION OF PERLIN™ OF MAY 1555 AMONG US, UK, FRANCE AND
FRG PROVIDES THAT COST INCURRED BY OCCUPATION POWERS THAT

ARE REIMBURSABLE BY FRG ARE SUEJECT TO AUDIT BY GERMAN FEDERAL
COURT OF ACCOUNTS, WHICH IS ESSENTIALLY .-THE GERMAN COUNTER -

PART OF GAO. COURT'S PRIMARY CONCERN IS TO PROTECT FRG INTERESTS.

C> GAO INFORMED US EMERASSY, BRONN, IN FEPRUARY 1978 OF PLAN TO
REVIEW US OCCUPATION COSTS IN FERLIN. EMBASSY EXPRESSED RESEFR -
UnTION THAT BASIC AUDIT AGREEMENT ON RERLIN DID NOT PERMIT
INDEPENDENT REVIEW FY ANY OF POWERS® SUPREME AUDIT ORGANIZATIONS.
IM DISCUSSION WITH EMBASSY AND DEPARTMENT OFFICIALS GAOQO EMPHA-
SIZED ITS REVIEW WOULD PE LIMITED TO US COSTS AND BRASED ON
RECORDS AVAILARBRLE IN US AGENCIES. ‘

¢ '
DY IN MAY 1970, GAO FORNMALLY REQUESTED THAT DEPARTMENT AUTHORIZE
ACCESS TO PERTINENT RECORDS. ALTHOUGH IT WAS ADVISED IN JUNE
1978 THAT IT COULD ANTICIPATE EARLY REPLY, GAO HAD TO PRESS
FOR ANSWER FOR NINE MONTHS AND THEN WAS OFFICIALLY ADVISED 1IN
MARCH 1971 THAT ACCESS 1S DENIED.

‘ 4
E) DEPARTMENT'S MARCH 8, 6%%@ LETTER OF REFUSAL WAS CLASS-
IFIED SECRET, BUT GAO HAS CONSIDERABLE DOUBT THAT SURSTANCE OF
LETTER JUSTIFIES ANY SECURITY CLASSIFICATION,.
F.) . IN DENYING GAO ACCESS, DEPARTMENT MADE NO REFERENCE TO

- | SECRET
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INVOCATION OF EXECUTIVE PRIVILEGE. IN ABSENCE OF EXERCISE OF
EXECUTIVE PRIVILEGE, GAO FEELS DEPARTMENT HAS NO AUTHORITY
TO DENY GAO RIGHT TO EXAMINE RECORDS AND CONDUCT REVIEW,
DEPARTMENT® REFUSAL PRECLUDES GAO FROM CARRYING OUT RESPONSI-
BILITY FOR AUDITS AS PROVIDED RY LAW. RIGHT OF GAO TO UNRESTRICTED
ACCESS TO PERTINENT RECORDS IS NOT ONLY BASED ON LAW BUT IS
INHERENT IN NATURE OF ITS ASSIGNED DUTIES AND RESPONSIPILITIES,

G) GAO PELIEVES THAT DEPARTMENT'S REFUSAL AND UNREASONAELE DELAY
ARE MATTERS OF CONCERN WHICH WARRAMT ATTENTION OF CONGRESS,

IT 1S SENDING SIMILAR LETTERS TO CHAIRMEN OF SEVERAL CONGRESSIONAL
COMMITTEES HAVING INTEREST IN THIS MATTER,

3. CHAIRMAN OF HOUSE CONMMITTEE ON FOREIGN AFFAIRS IN A REPLY
T0O COMPTROLLER GENERAL, OF WHICH HE SENT COPY TO THE SEC-
RETARY, STATES "THIS IS A MATTER WHICH SHOULD BRE EXPLORED,

IT IS QUITE POSSIELE THAT THE ARRANGEMENTS MADE FOR FINANCING
THE OCCUPATION OF RERLIN IN THE EARLY POST-WAR PER IOD MAY

NOT HAVE PEEN ADEQUATELY ADJUSTED AS THE SITUATIONS OF THE
PARTICIPANTS HAVE CHANGED."

4, DEPARTMENT IS PREPARING PRESS GUIDANCE FOR CONTINGENCY THAT

COMPTROLLER GENERAL'S LETTER TO COMMITTEE CHAIRMAN IS MADE
PUBLIC. EMBASSY WILL BE PROVIDED GUIDANCE AS. SOON AS AVAILABLE,

GP-3, IRWIN
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) o i N
le AFTER CONSULTATION WITH USMISSION-BERLLN AND USAREUR, WE SUBMIT -

THE FOLLOWING AS REPRESENTING THE COMMON GERMANY=WIDE VIEW OF THE a
PROPOSED GAO AUDIT. - : : g : X
. : m -

2. IT OBVIOUSLY HAS NOT BEEN OUR .INTENT ION OR DESIRE TO_,PRECL:UDE .
THE COMPTROLLER GENERAL. AND MEMBERS OF HIS STAFE FROM CARRYING QUT »
THEIR RESPONSIBILITIES, BUT WE HAVE HELD THE.VIEW THAT THE. SPEGIAL CIR

CUMSTANCES IN BERLIN WARRANTED THE POSITION WE HAVE PREVIOUSLY: \
EXPRESSED. WE ARE PREPARED ANOW J0 ACCEPT THE CONCERN EXPRESSED IR

THE LETTER FROM THE COMPTROLLER GENERAL AS. OVERRIDING OTHER FACLTORS
INVOLVED AND TO AGREE- TO THE PROPOSED AUDIT.

' 3., WE WILL BE READY.TO DO EVERYTHING. POSSIBLE TO FACILITATE THE WORKgO

THE AUDITORS AND TO WITHHOLD. NOTHING WHICH THEY; ARE AUTHORIZED TO

HAVE UNDER THEIR SECURITY CLEARANCES WHICH WILL HAVE BEEN o
.- . CERTIFI&D TO BY THE GAO. WE HAVE SUCCESSFULLY OPERATED WITH GAQ ON
_ OTHER OCCASIONS BY WITHOLDING ONLY DATA WHICH THEIR. SECURITY
QLEARANCES DO NOT COVER. ‘ : - '

FR ~-z..u. ) .SE(RE]‘ o ' L ‘ R,
State Dept. declassification & release instructions on file

e - —

Approved For Release 2001/08/30 : CIA-RDP73B00296R000300200001-6




